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Persor: to Contact:
Telaphons Number:
Refer Repiy to:

Date:

Deaxr Applicant:

We have received and considered your .application for exemption under
‘'section 501(c) (3) of the Internal Revenue Code. We are treating your

earlier application for exemption under section 501(c) (10) as
withdrawn.

The information submitted indicates that you are a nonprofit
corporation created on . Yovur stated purposes are the
establishment of grants for education, promotion of educational
standards, and the encouragement of academic excellence and

gpecialized training. You are a membexrship organization cons’stmg of
the menbers of *

The information submitted further indicates that you will be
supported through a large grant from the HIIIENENEGEGEGEGEGEGEGEE. The
income and principal from this endowment fund will be used to fund
scholarships for promising students who are sons, daughters, step-
children, and grandchildren of memhers of the NINNENEENN. You
have indicated on your applicat:l.on that you will be a prJ.vate
foundaticn as described in section 509 of the Code.

Section 501(c) (3) of the Code exempts from federal income tax
corporations orgamzed and operated exclusively for charitable
purposés, no part of the net earnings of which inures to the benefit
of any private shareholder or individual.

Section 1.501(c)(3)-1(c) (1) of the Income Tax Regulations
indicates that to be considered operat:.ng exclusively for one or nore
exempt purposes an organization must engage primarily in activitie
which accomplish those purposes. It is not so operated if more than

an insubstantial part of its activities is not in furtherance of such
purposes. _

Sectien 1.501(c) (3)~1(d) (1) (1ii) of the regulations provides further
that to meet the operational test, an organization must be engaged in
activities furthering "public" rather than private interests. It must
not he operated for the benefit of designated individuals ox the
pexrsons who created it,
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It is well established in the law of charities that scholarships are
a chharitable endeavor if they are granted on the basis of need or
mer It and are not subordinate to private purposes. The group of
persons who are eligible for grants must be selected on the basis of
criteria reasonably related to the purposes of the grant. In
add X tion, ‘the class of eligibles must be sufficiently broad to ensure

that the giving of grants to those eligible would be in furtherance of
chaxitable purposes.

Your awvarding of scholarships does not seem to be based on either
need or merit. Rather, the elligibility for the award is based on the
potential grantees family relationship with a membexr of your Lodge.
Funding scholarships for the children of members of your Lodge sexves
priwate purposes rather than public purposes. Because you are
opexrated primarily for the benefit of your members, we further
conclude that more than an insubstantial part of your activities is in
furtherance of non-exempt purposes.

Based on these facts, we conclude that you do not qualify for
exemption under section 50l{c) (3) of the Code. Accordingly, you must
fil e tax returns on Form 1120. Contributions to your orxrganization are
nott deductible under section 170 of the Code.

In addition, section S08(a) (2) of the Code provides that an
organization organized after Octoberxr 9, 1969, shall not be treated as
an organization described in section 501(c)(3) for any period before
givring notice that it is applying for recognition of exempt status, if
such notice is given after the time prescribed by regqgulation.

Section 1.508-i(a)(2) (i) of the Income Tax Requlations provides that
an organization seeking exemption under section 501(c) (3) of the Code
must file the notice described in section 508(a) within 15 months from
the end of the month in which the organization was organized. Such
notice is filed by submitting a properly completed and executed Form
1023, Application for Recognition of Exemption, with the key District
Dixector.

Our records indicate that you filed your notice on
which is more than 15 months from the end of the month that you were
organized. Thevefore, the provisions of section 508(a) (2) of the Code
are applicable to you. You have not requested relief from the
application of section 508(a) (2) of the Code, nor do you fall within
any of the exceptions to that provision. Thus, your exempt status
under section 501(c)(3) of the Code , had you been able to establish
such status, would have been effective only from the date your Form
1023 vas submitted rathexr than from the date of your inception.



You have the right to protest this ruling if you believe it is
incorrect. To protest, yvou should submit a statement of your views,
with a full explanation of your reasoning. This statement, signed by
one of your officers, must be submitted withinr 30 days from the date
of this letter. Y¥You also have a right to a conference in this office
atter your statement is submitted. You must resquest the conference,
if you want one, when you file your protest statement. If you are to
be represented by sameone who is not cne of your officers, that
person will need tc file a proper power of attorney and otherwise
qualify under our Conference and Practice Reguirements.

If you do not protest this proposed ruling in a timely manner, it
will be considered by the Internal Revenue Service as a failure to
exhaust available administrative remedies, Section 7428(b) (2) of the
Code provides, in part, that a declaratory judgment or decree under
this section shall not be issued in any proceeding unless the Tax
Court, the Clalms Court, or the District Court of the United States
for the District of Columbia determines that the organization involved
has exhausted administrative remedies available to it within the
Internal Revenue Service.

If we do not hear from you within 30 days, tkis ruling will become
final and copies will be forwarded to your key District Director in
Brooklyn, , New York. Thereafter, any questions about your federal
income tax status should be addressed to that office. The appropriate

tate officials will be notified of this action in accordance with
Code Section 6104 (c)

When sending additional letters with reggrd to this case, you will
expedite their receipt by using the following symbols: NN
I

Sincerely vours,

I
chirf, Exempt Organizations
Rulings Branch 2
cc:

cct _ cc: State 0Officlals
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Weo taawe constoavad  your epnlientim for receownicion  of erasprion mder
rection 571(cd{18) of the Internal Tovemue Cars,

The nformation  aubmitted fadlcetes that yYou are a nonorolit carporaties
LR Bt »  Your atarod surmoges ore the marablishomr of -'r:a-:-ts ier
rdncatinn, promortion of eilucational astmmdards, aad the micovrprmrnt of scade-c
viti-llenee and speelslizod trpinto-.

Tou are a sanberaniy organizazics conmlaring of menters of NN
» ALL revpers of the lodye sre called R

uzeePt Yor thomse who are 211l din the bestnodor or ndtiatica arncwess.

four sole necdvity <11l Hu providiey sebolatsoip erante 1ioafted ta children or

aromdenildres of INNNNINIGNG.

Seetion 3031(e)(101) of che Code srovides for the examption fran federal inecoire
tax of dezentic ftratoroal zocieties, ordery, or aosociations npersting undar the
lodge gsypten, the net eaminge of which are devoted sxelnsively to teltzioun,
charitable, scfentdiiec, Mterpry., educntional, and frateraanl nurprees, and wirleh
do not nprovide for the payment of W\ife, sick, accisdent, of other honefics.

tection 1.501(e) {10~} of the neomas Tax Resulations oravides that an orsani-
ration will qualify for excuption undrr section 521{(ec)€10) of the Unde 4f ft ia a
donestic fratemal heneflcinry soclioty, eorder. or assaclation, Aescribed {n
section 501(c)(H) and the remylations thereender, except thar it does not oroviaos
for the pavwent of life, aick, accident, or other bhenaflts to fts covhbers, and
devotes 1tF net cornings exclusively to rellzdons, charitable, scleaciitc, litera-
ryY, rducational, and fratemal purpoges.

Ceation 501{c(8) of the Code provides for tha exeuption fron foldexral incem:
tax of fraternal bemwficinary gpoclievies, orders, or assoclations that cpecate
under the lodge gystaem or for the axcludive Senefit of thn membters of 4 {ratsmmity
ftself operating wvnder the lodge system, and that pyovide for the payment of
M fe, siak, accident, or other venafits to the resbers of such societices or tholir
dependents.




Saction L.321(e)(5)-1 of the weaulatleons provides that a froterusl beroffe
clary soclely s oxecot from taz only Lf spevratad wtnder the “lodey gyaten” or for
the exclusive benefic of the membore se operatinz.  “Orersting mndey the lodue
RYSCPT™ meang carrying on its activities wmder a for: or arvanlzation that compri~
gea lacyl bronches, charteced b3 a parent orpanization and larrely gelf-goverating,
talled lodens, chapters or the livnm,

The reletence In section 1.3D1(23(12)-1(a) of the resulstions to the deserip—
tim of fravarnal beneficlzry socletles, found {a escticn SO1{c)(R) of the Cnde
end the regulations thereunder, 13 Zfirsctod at the fratems) and lodge systenm
cheracteripticn which orgenizations deceribad in zections 501(e)(S) and 01(c)(10)
bave fn ceomon. The reference doeon no:i incovporate Tha subcstefory of oreenizo~—
tiscs which aparate “for the oxclusive beaefit of the mevbars of a fraternity
fteed £ operating under the lodne aysten” in 1ts definiiion of a domestic fratsrnal
orpanizatioh wder section 301 {c){10). Blnee that suhcatesnry was added Lo o
predecossor of section 501{c)(8) to <cover the gepsrately organizad insurancs
branches of the fraternal beneficinry socictica, it does not apply to sectiow

$01{e)(16) orgmizatiena whick cannot provide fnsurance or other bemefirs to
their sembhero.

Rov. Zul. 53-495, 1955-%7 C.B. 259, holds that oo asscelnation that does norc
cperate wder o lodpe systom is not an exenpt f[razeraal boasficisry association.

Rev. Rul. 81-117, 19R})~1 C.t. 345, holds that so organization that dons aot
condusct aay fratemal activitler or oserate undar the lodee systun, hwmt does
operate exclusivaly for the bencfit of nanmbears of certain rvelsted domeutic frater-
nal encletfns operatina wnder the lodgne systes, 4e6eg not qualify for sxecption
wmder sectfon 301(c){10) of the Coda,

The toformation Fou have provided shows that you do not coaduct any frateraal
astivitcies nor do you operstd wnder the lodige system. Therefore, voo do not neet
the requivementa of an exewmpt fracernal beneficiary szoclety. Furcher, by pro-
vidin g veholarships to childreen and praadehildror of nmembers, vou are providing
bmefits to moubers {n coatrsventlon of geccioo $01{e){10) of the Code.

You are analogous to the orpanizatice dascribed in Rev, Rul. #1-117 beld net
to qualify for exerption wder section 501(e)(10) of the Code. See a2lso ev.
ful. S5%~405.

Accordiogly, you do mot gualify for exemptic inder section 501{e)(12) of
the Zode.

You have the right to protest this tuling 1f you belleve f{t is incorrvect.
To proteat, vou should subnit a statecant of your wlews, with a full explenation
of your ceasoning. This statement, Biged by ocae of your officers. must bs
subnitted vithin 30 days from the date of this letter. Yoo slsgo have a right to
a conference tn this office after your statement is subuitted. You rust requeat
the conferenca, if yeu wvant me, thea you file your protest statemsutl. If you
are to be repregeated by someone who 13 not one of your officers, that pexson
vill naed to file 3 propeX power of attorngy and otharwise qualify wnder our
Conference and Practicas Requirements.
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If e 40 2ot baar {roa you within 30 dava, this rolloyr will “reowe Final amd
eomien vwili e fervatided Bo vour boy vlstrice Pirestor in Sracklyr, ey “ork.
Thoresfoer, any questlons shoult your fudaral facowz tax scaens shounld be addraseed
to that <ifice.
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